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BEFORE THE FEDERAL ELECTION COMMISSIO! 

todie Matter of 

Deirick Shepherd Campaign Conunittee 
Denick Shephenl, to his offidd capacity 

asbxasurer 
MUR61S1 

GENERAL COUNSEL'S REPORT #2 

L ACTIONS RECOMMENDED 

12 Take no further action, send a cautionazy letter, and dose foe file as to Derrick Shepherd 

13 Campaign Committee and Denick Shepherd, to Us officml cqiacity as treasurar. 

14 n. UArjrcfffiniwn 

15 to 2009, following a refend fiom die Audit Division, the Conunission found reason to 

16 bdieve that Denick Shcffoeni Campaign Ckxnumttee and Deirick She|foerd, to hte o^ 

17 capadty as treasurer C'tfae Comnuttee"), the prindpd canqpaign oommittee fb̂  

18 Sbqxhecd's 2006 campaign for Louteiana's Second Congressiond District, had violated 2 U.S.C. 

19 §§ 432(d), 441b. 441a(f), 434(b). and 11 CF.R. §§ 104.3 and 104.14(b)(1). The violations 

20 induded failtog to maintato records relating to candidate loans, accepting various excessive and 

21 prdiibited oontributions. nrisstating the amounte of recdpta and dtebursementa. failing to file 

22 certato 48 hour notioes, and fsiling to obtam or ilisdoseappiiopriate 001̂ ^ 

23 infotmatian and dates of recdpt of oonlributiDns. 5ee MUR 61S1, Faetiid and Legd Andyste, 

24 and Denick ShqphenlCanqxaignConumtteeFiiud Audit Repoit 

25 At tire tinreoftireCloniniission'sreasoato bdieve findings, tire Ckxmmittee was donnant 

26 and former candidate Denidc Shephenl was under fBdcnl crinnnd indictmcat on cfaaiges 

27 idating to a money teundertog scheme. Tire Conunisston authorized an toveatigatto^ 

28 detemune whedier receipte reported as candidate loans came firom She|foctd'spet̂ ^ 
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1 whether receipte from various lunited lidxility companies were firom prohibited sources, and 

2 whetiier tiie crimind indicbnent's reference to a $20,000 payment fiom Shephetd*s tew finn to a 

3 campdgn vendor was a prohibited or excessive contribution. See MUR 61S1, Hrst General 

4 Counsd's Report. 

5 to Octffoer 2008, Shepherd pled guilty to conspiracy to oonunit money teunderingm 
Ln 
ox 6 connection wifo fraudulent construction bonds, to Febmary 2010, after substanlid detey, 
IN 

^ 7 Shcfdmrd was sentenced to 37 modfos to fiBderdpnson and three years of piebatiâ  

^ 8 $45,000. Shepherd, who surrendered hte law license, te cinentiy serving his prison sentenne. 

1̂  9 Alfoough die crimind proceedings complicated foe availability of bofo documente and 

10 testimony, we were able to gadierfacbudinfoniuttion that was not ascertained during die audit 
11 to addition to interviewing campaign staff, we obtained some documente fiom Shqfoerd i 

12 |, and used subpoenas to obtam additiond records firom numerous financid 

13 institotions at which Shepherd maintained accounte. 

14 As discussed bdow, the tovestigation has shed light on die (jonunittee's operations and 

15 has answered questions regarding die source of fimds reported as candidate loans, various LLC 

16 contributors to die Conunittee, and die $20,(XX) payment It does not appear dmt any of foe 

17 Committee's conduct was knowing and willful. Given thst tire Cununittee has had no assetfc or 

18 actidty fbr over force yean, has no prospeote for obtaining additiond fiinds, that the fo^^ 

19 candidate, who has no persond liability for the Committee's violations, te to jail and indikdy to 

20 agam run far publto office, wc recommend that foe Conmussion exercise ite prosecutorid 

21 discretion and tdre im furfoer action ofoer tlian to caution tire Comimttee, and dose the fitê  

22 
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1 m. DISCUSSION 

2 A. Campaigpi Operations 

3 Deiridc Shqxheid registered as a oongtessiond candidate and fiornied tire Coinmittee to 

4 August 2006. IXuring foe three monfo campdgn, the Conunittee had a figurehead treasurer (now 

5 former treasurer), and entrusted ite disdosure respondbility to an accountant located m Baton 
CD 
^ 6 Rouge, Louteiana, while foe campdgn was headquartered to New Orieans. Based on our 
r i 
^ 7 mterviews of caiiqxaign stuff, it appean that foere were undeair dividons of responsibilities, poor 

^ 8 oonimiimcation between the two canqxdgn locations, and a fdlure to dllier share or s 
T 

Q 9 rdevam infonnstion. For caunqxle, campdgn staff acknawledgcd that tire limited mechanism 

10 foat was set up to process contributions brdre down under foe strato of increased campdgn 

11 activity as the November 2006 general dection neared. 

12 Acoordtog to canrqxdgn staff, Shqxhenl was a "hands on" candidate ̂ o was activdy 

13 tovolved to the daUy operations of die campaign. He collected conbibution cfaedcs, and was the 

14 poim person to the New ()rleanscaiiqxdgn offioe to addressing questiondxle conbibutions. 

15 Though campaign staff processed oontrfoutions. Shepherd was the only one wifo access to the 

16 Ckimmittee's two bade accounte. That liimtation made it difficdt for campdgn staff to track the 

17 Committee's dteborsemente and Shepheid's persond loans to dux Committee. 

18 B. Candidete Leans 

19 Audit Findtogl concerned twdve loans from Sheifocid to the Conunittee totalmg 

20 
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1 $154,125 (rangtog from $1,000 to $50,000).* Ndtiier Shepheid nor foe Conunittee maintained 

2 supportiî  docunicntation to determtoewhefoer the loans were nude wifo Shepherd's persond 

3 funds. See 11 CZP.R, § 100.33. As a result, foe Commission found reason to bdieve that the 

4 Committee and ita beasurer violated 2 U.S.C. § 432(d) and 11 C.F.R. § 104.14(bXl). 

5 The tovestigation uncovered no evidence that die funds used to nudce foe candidate loans 

^ 6 were not Shepherd's persond funds. ShephertI has maintained tiiat all offoe loans were made 
rH 

00 7 wifo his peraond funds, from his honie equity loana and lines of credit' Shepherd voluntarily 

^ 8 provided some ofhte bank records to siqn'c'rtiite position and peiBiitted w 

Q 9 fiom the federd crinstod tovestigation, but diose reoords were inoomplete. Usmg toftxrnution 
HI 

10 we gleaned firom records we had reviewed, we subpoenaed additiond reoords from odier 

11 Shepherd bank accounte to further trace the loan funds. 

12 The bank records we reviewed show diat Shepherd maintained numerous accounte 

13 rdating to red estate ventures and hte own law firni, while servtog as a Louteiana State Senator. 

14 During the rdevam time period m late 2006, Shepherd had niiUions of dollan to ofifeettingasseta 
15 and lidxilities, mcluding red estate loans and lines of credit on hte many red estate holdings. 
16 Baifofecordsdiowdiatsignificantamouiitaof money flowed througbSheifoerd's various 

* The faivestigstionfoows dirt the ttxtd toan ansmnt is actually $152,500.25 and consists of eleven loam not 
twelve. The $154,125 toan tend hnludn a $1,62175 receipt dud was udsiepoitBd as a loan firom Shepto 
IfowBver, bank reoorfo foow thtt die $1̂ 624.75 amoum actuaUy consisis of two sep̂ ^ 
a $lj00O contributton dieCk fiom Smoke Bend Assoa LLC PAC, a Tcgislered political oonû  
$1/X)0 conbibutton to die (̂ onmdnee, and a $624.75 check fiom BELO Managemem Services, li^ 
which temnnaled as of Januaiy 31.2008). It is undearwheUiBr Ihe uureported reoeipt of $624.75 fiom BBLO 
(wMdi opentfes a TV statton) wu a oontobudon or a refteid (or some other pqrmenO to Ihe & 
(3onklering die ineguhur amoum of the check, the $624.75 is likdy not a ooniribut̂  

* Shqtod, who has not retaned an attorney in this matter, had several brief teleptewe convasaUous wifli die staff 
anonmy eariy in the inveatigstkm. Hovevei; nsidier die Comniaee not Shepherd, in his official capaciiy as 
tieBSUiat,filBdafeimaIre8ponwtodie(3ominisBton*srBB8oatobelievo«df̂  Mortofoursatotandve 
coaartwita Shephenl has been ttsough Ms eriBrinslan«ney,aitex is fadbruMdlysnivota 
Shepherd te duB asner. 
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1 persond and business bank accounta. Shqfoerd obtamed a totd of $4,149,173 from severd red 

2 estate loans and revolvmg home equity lines of credit spanning tire period of hte candidacy 

3 ($3,929,173 to red estate loans and $220,000 m lines of credit). 

4 Notably, severd of Shepherd's red estate loans ($1,050,000 on 4/7/06; $50,000 on 

5 6/19/06; snd $509,955 on 7/10/06) and one of hte lines of credit ($20,000 on 10/26/06) were 

6 obtaineddiiriqgormfairlydorepioximity to hte brief candidacy. Shepherd dso received a totd 

00 7 of aboet $36,000 anmully to oonqxensstion as a Loutetena State Senator-a ndnimdsa 
rsi 
^ 8 $16,800, an expense allowance, and per diem legislative sesdon paymenta.̂  

Q 9 Though Shepherd's financid portfolio te complicabd by hte substanlid assete and 
HI 

10 liabilities,tirebankrBoordsdiowthathehadsuffidemfmub to hte various accounta to nudre^ 

11 cainpaign loans. Of the $152,5(X).25 to persond loans Shqxherd made to foe (Committee, we 

12 were able to trace $141,500 to Shqxherd bank accoum records that we obtatoed during tlie 

13 tovestigation. We have confinnedtitat a totd of $92,500 of that amount was firom sources that 

14 deariy were Shephenl's penond funds. Ofthat amount, $81,500 representa seven complete 

15 loans that were made wifo funds finxm Shqxhenl's various persond and business accounta tiut 

16 contained a complex mix of fimds, indudmg; proceeds from various home equity loans and lines 

17 of credit, (fisbibutions fixxm hte tew finn and odsvbustoess enterprises, aid funds transfer 

18 fiom Shepherd's accounta at severd fuiandd inatitotions. Two other loans were partially fuiidod 

19 by funds fixxm Shephenl's accounta at Dryadea Bank. Those nine loans are shown bdow: 

20 

' Shephed's two tew finn accountt did not show sigmficant cafo udtows or cafo bahmcesdurmg die Aug^ 
to Novenriier 2006 pertod. Thelatgertmonddy total deposit wss $29,519 and mooddy balanoe was $17,597. 
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Bank Date Loen AuHiunt Source of Founds 
Chase 10/10/2006 $10,000 Home equity loan 
First USA 10/26/2006 $20,000 Home equity loan 
Hibenua 
Bank 11/3/2006 $19,000 Home equity loan 

USAABank %ni2O06 $20,000 
Louteiana Senate salary 
and expenses 

Hibemia 
Bank 10/26/2006 $5,000 

Dtetributions fixxm 
Shepherd's businesses 

Hibemte 
Bank 10/10/2006 $2,500 

Dtetributions from 
Shepherd's businesses 

Hibemte 
Bank 8/6/2006 $5,000 Existing funds 
Dryades 
Bank 8/2/2006 

$3,000 (partid fundmg 
ofa $10,000 loan) Existtog funds 

Dryades 
Bsnk 1O/12A20Q6 

$11,000 (partid findtog 
of a $50,000 toan) Existing funds 

Alfoough the remaming $60.(XX) to reported candidate loans came fixxm accounta owned 

by Shqiherd. we were only dxle to oonfinn dut the fimds came fixxm odier accounta owned by 

Shepherd, and have not confirmed that all of foe fiinds m those ofoer accounte qualified as 

Shephenl's persond funds. Bank records subpoenaed fixxm Dryades Bank todicate thd $49,000 

was transferred to Shepherd's Dryades account fixxm ofoer Shepherd accounts that we had not 

subpoenaed, that were used to partially fund two of Shephenl's loans. We do not know whether, 

8 if we subpoenaed addittond bank reoeids, they wouUsettie the qpKstton or ody prodnce new 

9 leads or dead-ends. Reoords from GTE Credit Union show tiiat a loan of $10,000 on August 3, 

10 2006 was funded by cadi depQBitaof$l,000 and $9,000 dut we havenot been abte to ttace to 

11 tiidrsouroes. Finally, GNOOedit Union records duxw thd a loan of $1,(XX) on August 24, 
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1 2()()6can[refromftods withdrawn to the form of a certified check, but do not reved whedier or 

2 not die chedc was drawn from Sheffocid's persond funds. 

3 to sum, we have braced $92,500 of the $152,500.25 m loans to sources dut dearly are 

4 Shepherd's persond funds, wifo foe remdnmg funds conung fixxm Shepherd accounta for which 

5 we did not obtam reoords. As noted previously. Shepherd mamtains foat all of die loans came 
O 
^ 6 fixxm hte peisond fiinds. Giventhatdlof the loans we have been able to baoe confirm 
00 
H 
OO 7 Shqdierd's ord representations, and he had sufficlont funds m tire various accounts we reviewed 
^ 8 tofiiUyfiiidtoscsmpaignloans, we do not bdieve it would bea woifowhile use of the 

O 
Q 9 Conmussion's resources to continue the mvestigatton to attempttoasceitato the origmd source 
H 

10 of foe remaming $60,000 m loans. See Heckler v. Chaney, 470 U.S. 821 (1985). 

11 C. Prohibited Contributiona 
12 
13 Aufot Finding 2 tovolved the Committee's recdpt of potentidlyprohfoited contributions 

14 from twdveLIX^ totding $22,900, for which there was insuffident documentation to detennine 

15 whetiier ten of the UJC contributions diodd be treated as from paitnerdups ^ See 

16 11 C.F.R. § 110.1(g). Accordmgly, the Commission found reason to bdieve die Committee and 

17 ita beasurer vtolated 2 U.S.C.§441b(a). 

18 To evduate foe ten LLC contributions for whteh tihe status was unknown, we oontacted 

19 anri rocdved expropriate docunienta fiom aU but two of the conipanies. Oftiretwdve 

20 oonbfoutions, we have identified six (totaling $6,500) aa prohfoited coiporate oontributtons. 

21 Theiefioie, die Respondenta violated 2 U.S.C. § 441b(a). Two companies did not respond; one of 

22 themteoutofbustoess. Four conqxanies are partnership contributtons. Two of the partnership 

* The credit unton advised dut it is affiliated widi odier credit unions whose memben could acceu dieir accounts 
daoû  Us branches and that it would be thne consuming to detennine v/ho withdrew die fimds. Considering the 
ndnhwi anawmi mvolved, we tove not asked die credit unton to cnadurt additional leseamh on the $1,000 check. 
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1 conbibutions (Live Oak and Willowridge) resdted m excessive contributions totalmg $7,200 and 

2 are addressed to the fixllowuig Excessive Contributions section of thte report. Thetwdve 

3 oontributions identified by Audit, and the statos as to each, are shown to foe chart bdow: 

Name Date 
Contribution 
Amount Buatoeaa Status 

Exoeptiond Inspections LLC 9/8/2006 $2,100 Corporation 
FiedroKniditLLC 8/8A2006 $2,100 Corporation 
MaxMChottoInc $250 Corporation 
Paul Flum Idea Center Co $50 Corporation 

BFM Corporation LLC 11/6/2006 $1,000 
Subchapters 
Corporation 

LA Mar LLC 10/30/2006 $1,000 
Subchapters 
Corporation 

Live Oak Minerds LLC 8/11/2006 $5,700 Partnenhip 
Willowridge Estates LLC 8/11/2006 $5,700 Partnership 
Sunex Holding Company LLC 11/8/2006 $1,500 Partnerdiip 
Infinity Rngineering 
Consultante LLC 11/6/2006 $1,000 Partnership 
Jewell Management (jompany 
LLC 11/6/2006 $1,500 No response 
Maattolte Connections LLC 11/3/2006 $1,000 Out of busmess 

4 

5 D. Eiceadve Contributiona 

6 Audit Finduig 3 identified 36 potentially excessive contributions totaling $61,310. Of 

7 that amount, $31,310 was digfote fixr presumptive redesignation or reatbibution. However, die 

8 (jonimitteedto not fixltow the procedures set fiortiim foe Commtesion regulations fix^ 

9 redesignation er reatbibution. See 11 C.F.R. §§ 103.3(b). 110.1(bX5). 110.1G)(2)- Therefixre, 

10 tire Commission fiouid reason to bdteve foat the Comniitlee aid ita ticnsurer violated 2 U.S 

11 §441a(f). 

12 The bulk of the excesdve contributtons oonstet of donations from infoviduatewĥ  

13 oontributtons fixr foe primary, general, and runoff deetions on tiie sanie date. TwoLLC 

14 partnerdups (Live Oak and Willowridge) dso each gave a total of $5,700 ($1,900 each for the 
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1 prunary, generd, and runoff deetions) on tiie same date, to cases where the conbibutor had not 

2 given foe madmum for the prinury, at least sonic of die conbibutions could have been 

3 presumptivdy reattributed or rededgnated to the prinury dection wifo the appropriate 

4 contributor notifications or autliorizations.' However, tiie (jommittee routindy redesignated or 

5 reattributed conbibutions wifoout appropriate contributor notifications or authorizations. The 
rsi 
O 6 runoff contributions qxpear to luve been lawfid at the time foey were made and ody became 
00 

^ 7 problematte when the candidate lost dre generd etection and was indigfoto for a runoff dection. 

^ 8 As Shepheid was not a candidate fbr the December 9,2006 runoff dection, foe Conunittee 

g 9 d»»>ldh«ve»ftaiidednim>ffde(tioacanb^ 
H 

10 contributed the maximum amount to dre prhxury and generd dcctkxiis. However,the 

11 Ctomnuttee promptiy became iiuctive after the genend dection and did not have suffidem fi 

12 to make the refiinds.̂  to other cases, the Ckxmnuttee accepted excesdve contributions that were 

13 digible, to part or fiiU, for redesignation or reattribution and fsilcd to refiind thent 

14 to sum, none of the excessive contributions were pnxperiy rededgnated, reattributed, or 

15 refimded, and the Committee has not filed any appropriate amendmentt. Therefore, the 

16 Respondenta vtoteted 2 U.S.C. § 441a(f). To a large extent, die disorganized and dysfimctiond 

17 campaign cxperations described to Section m. A., supra, appear to expfain, tiiougb do not excuse. 

' Store Louiaiana don iK)t tove a sepaiata primaiy, the state's baltotaocendeadfaK (August 11,2006) is lieaied 
ss a primary elecdon. See 11 CFJt fi 100i(cX4)(i). TherElbie, a poittonof ShephenTs oomribudom codd tove 
been pRsuBDpdvdy ndesigpatod to die prinuay etocdoD. 

' "Ihe audit diowedlhrt die ConudttwddnrtnuunlamsufBdem fimds to itt aocoum to refiuddu 
conbibuttou. The Comndnw's Port Election and Year End Reporta diowthrt it used nxxst of te avaitebte leceipto 
to pay eanqMignltata aad 30 paitiaUynpay Shephenl's campaipitoaiis. Tto CommittBe fitod an nnsuoceasfid 
Tttndnatton Repoit on August 29,2007 (during die undit) showifag rem dosfaig e«Bh on hand - canoetthig out die 
candidate toans. "Ihe Conmunee fader antBaded the "ItendnattonRqiort on Maiî  
ftaglveness of die campaign loare. 
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1 the Ckxnunittee's acceptance ofexoessive conbibutions snd ita fiulure to properly resdve or 

2 refiind them. 

E. ReporttogVtototlona 

Audit Findings 4,5,6, and 7 reveded severd reporting violations consisting of tiie 

followmg: 1) 15 unreported 48-hour notices tobdtog $94,100; 2) 44 undisdosed conbibutor 

occupation and employer information enbies totalmg $55,350; 3) 38 undtedosed contrUxubxr 

8 neme/address/oontribution recdpt date mfonnation entries totdtog $46,150; and 4) overstated 

9 recdpta and cadi on hand bdanoes totding $54,740. The Commission found reason to bdieve 

0 that tire Conunittee and ita beasurer vioteted 2 US.C. § 434(b) and 11 CJ'.R. § 104.3. No 

1 committee personnd (induding Shepherd) have denied or rebutted foe Commisston's reason to 

bdieve findiiogs regardtog tiiese violations, to interviews, campdgn staff acknowledged the 

rqxorttog defidendes, and again, foeh: descriptton of foe poor communication mechanisms 

employed by the Comnuttee appear to explam, foough not excuse, the reporting vtolattons. See 

Section m A, supra Therefore, respondenta vtolated 2 U.S.C. § 434(b) and 11 C.F.R. § 104.3. 

F. $20,000 In-Ktod Contribution 

As previously mentioned, the federd crimind tovestigation diowed that Shqfoerd 

8 engaged toa nuxneyleundermgsdicme dut sold fraudulent constructton bonds fixxm an 

9 unlicensed bond oonqxany. Under the aofaeme. Shepherd used $20,000 Of the nxmeytenndering 

20 proceeds dut were deposited into hte tew firm's accounte to pay fiir campaign e]q;xeoses.whî  

21 the Committee did not disdose as an to-kmdcontributioo. Based on that infixnnation, tire 

22 (Conunission found reason to bdieve the Conunittee violated 2 U.S.C.§ 434(b) and 11 CJFJl. 

23 § 1()43 for failtog to disdose the resdttogm-ktod contribution. As it was undear whether 
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1 Shepherd's tew firm was a partiiership or a coiporation, the Conunisston also found reason to 

2 bdieve die Conunittee violated dfoer 2 U.S.C. § 441a(f) or 2 U.S.C. § 441b(a). 

3 Duriî  tire mvestigation, we obtatoed bank records and odier uifornution rdevant to the 

4 disbursement The reoords confirm that on December 13,2006, Shqpherd used $20,000 (of a 

5 $45,000 deposit firom the finnidulent bond proceeds) to pay Buisson Creative Strategies fixr prior 

O 6 campdgn expenses. Our tovestigation also darified that foe tew firm te a sole proprietorship 
00 

^ 7 LLC owned by Shephenl. Ihe Commisdon's mgutetions at 11 C.F.R. § 110.1(gK4) atbibute 
fM 

<qr 8 contributions by a sole proprietor LLC as a contribution of die sole proprietor. As such, the 

^ 9 $20,(XX) payment would be tteated as an to-kind contribution by ShqfoenL Alfoough die 
r i 

10 unreported payment constitutes a violation of 2 U.S.C. § 434(b), stoce Shephenl had no 

11 contribution lunit for his campaign, there are no 2 U.S.C. §§44la(f) or 441b(a) violattons from 

12 the payment 
13 IV. CONCLUSION 
14 

15 Sheffoerdrqxresented that aU of hte loans were nude fixxm persond fiinds, and hte bade 

16 accounte oontatoed sufficient finds to nuke foe loans. Based on our tovestigatton, we were abte 

17 to oonfinn dut Shepheid made approximatdy 60% of hte leans to the Conunittee from lû  

18 persQ0dfimds,andweobtainedaoevideiicediowtogtiutanyof tire remaiatog loans were uot 

19 fixxm hte persond fimds. The mvestigstion also demonstrated foat the Committfr, accepted 

20 $6,500 to prdubited conbibutions and $61310 to excessive CGaUributions,sonre of 

21 have been property redesignated or reattributed, or should have been refiinded, but were not 

22 The Comnuttee also fiuled to report or unproperly reported numerous itenu,todu 

23 Hour Notices ttxtaltog $94,100 and a $20,000 m-ktod conbibution. It qxpears foat tiiese 
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violations resulted from a weak campdgn organization that lacked proper mtenul controls, 

rafoer foan fiom knowing and willfid conduct. 

[ Underthese 

droBmstances, we reccnunend that the Conuntedcn exercise ite pxxsecutorid discretion and take 

no fiirfon action otha than to send a cautionary letter to the Respondente, and dose tiie file. See 

Hedderv. Chaney, 470 U.S. 821 (1985). 
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V. REgQMMENDAXIQWS 

1. Take no fiirther action as to Derrick She{foerd Campdgn Conunittee and Derrick 
Shepherd, to hte offidd capadty as treasurer, and send a cautionary letter. 

2. Approve die appropriate letters. 

3. Closetirefile. 

Christopher Hughey 
Acting Gtonerd Counsel 

'̂ usan L. Lebeaux 
Acting Deputy Associate Generd Counsd 

\jliia^B£X/^ 
Mari: Shonkwiler 
Assistant General (Counsd 

KanuuPhilbert 
Staff Attomey 


